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 \HDUV ROG LQ DQG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FDSVXOHZHUH SUHVFULEHG WRFKLOGUHQ\RXQJHUWKDQPRQWKV7KHQDWLRQDOJXLGHOLQHV UHFRPPHQGDPR[LFLOOLQDQGDPR[LFLOOLQLQFRPELQDWLRQZLWKFODYXODQLFDFLGDVWKHILUVWDQGVHFRQGOLQHWKHUDS\UHVSHFWLYHO\ WR WUHDW RWLWLV PHGLD DQG PDVWRLGLWLV 7KHJXLGHOLQH IRU RWLWLV PHGLD UHFRPPHQGV GHOD\HGSUHVFULELQJ RI DQWLELRWLFV DQG QRQSUHVFULELQJ RIWKHVHGUXJVLQWKHILUVWGD\VGXHWRVSRQWDQHRXV UHPLVVLRQ RI V\PSWRPV DQG KHDOLQJ LQ  RI FDVHV &RQWUDU\ WR WKHVH UHFRPPHQGDWLRQVWKHVHFRQGOLQHWKHUDS\DPR[LFLOOLQLQFRPELQDWLRQZLWKFODYXODQLFDFLGZDVWKHPRVWZLGHO\SUHVFULEHGDQWLELRWLF LQ WUHDWPHQWRIRWLWLVPHGLDZKLFK FRQILUPHG WKH QRQFRPSOLDQFH ZLWK WKHJXLGHOLQHVLQUHJLRQRI1Lã5HFRPPHQGDWLRQVDERXW WKHUDS\RIRWLWLVPHGLD KDYH XQGHUJRQH VLJQLILFDQW FKDQJHV RYHU WKH\HDUV $QWLELRWLFV ZHUH WKH VWDQGDUG WKHUDS\ RIRWLWLVPHGLDLQWKHPDMRULW\RIGHYHORSHGFRXQWULHVDWWKHHQGRI;;FHQWXU\>@+RZHYHUODWHUVWXGLHV VKRZHG WKDW VSRQWDQHRXV UHPLVVLRQ RIV\PSWRPV DQG KHDOLQJ HYHQWXDOO\ RFFXUUHG LQ DJUHDWQXPEHURISDWLHQWV0RUHRYHUHDUO\DGPLQLVWUDWLRQRIDQWLELRWLFVFRXOG UHVXOW LQ WKHDOOHYLDWLRQRIV\PSWRPVDIWHUKRXUVQRW LPPHGLDWHO\EXWLWFRXOGDOVRLQFUHDVHWKHLQFLGHQFHRIGLDUUKRHD LQ FKLOGUHQ 7KHUHIRUH WKH VWUDWHJ\ RI GHOD\HGDQWLELRWLFSUHVFULELQJKDVEHHQUHFRPPHQGHG DV WKH VWUDWHJ\ RI FKRLFH 7KLV VWUDWHJ\ FRXOGFRQWULEXWH WR WKH UHGXFWLRQ LQDQWLELRWLFSUHVFULELQJE\HYHQ>@7KHODVW&RFKUDQH5HYLHZ DOVR SULRULWL]HG DQWLELRWLF QRQSUHVFULELQJ>@EHFDXVHFKLOGUHQ VKRXOGEH WUHDWHGE\DQDQWLELRWLFLQRUGHUWRSUHYHQWRQHRWLWLVPHGLDZLWKSDLQV\PSWRPV7KXV LW LV UHFRPPHQGHG WRSUHVFULEHDQWLELRWLFVRQO\LQFKLOGUHQ\RXQJHUWKDQ\HDUVRIDJHKDYLQJELODWHUDO LQIODPPDWLRQRU LQIODPPDWLRQRIRQHHDUDQGRWRUUKHD>@,GHQWLFDOUHFRPPHQGDWLRQV DUH REVHUYHG LQ *UHDW %ULWDLQ>@DQGWKH8QLWHG6WDWHV>@$ERXW  RI FKLOGUHQ LQ UHJLRQ RI 1Lã FRQVXPHGRQHRIWKHDQWLELRWLFVHYHU\GD\LQWKHUDS\RI ORZHU 57,V $]LWKURP\FLQ DQG FHIL[LPH UGJHQHUDWLRQRIFHSKDORVSRULQVZHUHWKHPRVWZLGHO\ SUHVFULEHG DQWLELRWLFV LQ WUHDWPHQW RI ORZHU57,V WKURXJKRXW WKH REVHUYHGSHULRG$FFRUGLQJWRRXUUHVXOWVDQWLELRWLFVSUHVFULEHGIRUFRPPXQLW\DFTXLUHG SQHXPRQLD DFFRXQWHG IRU OHVV WKDQ LQ WKH WRWDO DQWLELRWLF SUHVFULELQJ IRU ORZHU57,V6LQFHDQWLELRWLFVVKRXOGQRWEHSUHVFULEHGWRWUHDW ORZHU 57,V H[FHSW IRU FRPPXQLW\DFTXLUHGSQHXPRQLDLW LVREYLRXVWKDWWKHVHUHFRPPHQGDWLRQVKDYHQRWEHHQDGKHUHGWR
,QDGGLWLRQWKHJXLGHOLQHVUHFRPPHQGDPR[LFLOOLQDVWKHILUVWFKRLFHLQWUHDWPHQWRIFRPPXQLW\DFTXLUHGSQHXPRQLD LQFKLOGUHQXQGHU\HDUVRIDJHH[FHSWIRULQIHFWLRQVFDXVHGE\P\FRSODVPDV ZKHQ PDFUROLGHV DUH UHFRPPHQGHG DV WKHILUVWFKRLFH$]LWKURP\FLQDQGFODULWKURP\FLQDUHUHFRPPHQGHGDVWKHILUVWFKRLFHLQFKLOGUHQROGHUWKDQ\HDUVRIDJHDVZHOODVLQDGROHVFHQWV$FFRUGLQJ WR RXU UHVXOWV QG DQG UG JHQHUDWLRQV RIFHSKDORVSRULQV UHFRPPHQGHGDV WKH VHFRQG OLQHWKHUDS\ZHUHWKHPRVWZLGHO\SUHVFULEHGLQWUHDWPHQWRIORZHU57,VLQUHJLRQRI1Lã7KHUHIRUHLWFRXOGEHFRQFOXGHGWKDWGRFWRUVGLGQRWFRPSOHWHO\ FRPSO\ZLWK WKH QDWLRQDO UHFRPPHQGDWLRQV LQWKHUDS\ RI FRPPXQLW\DFTXLUHG SQHXPRQLD LQFKLOGUHQXQGHU\HDUVRIDJH+RZHYHUWKH\FRPSOHWHO\ REVHUYHG WKH UHFRPPHQGDWLRQV JLYHQ LQ IRU WUHDWPHQWRI FRPPXQLW\DFTXLUHGSQHXPRQLD LQ FKLOGUHQ ROGHU WKDQ  \HDUV EHDULQJ LQPLQG WKDW WKHPRVWZLGHO\ SUHVFULEHG DQWLELRWLFVZHUHD]LWKURP\FLQDQGFODULWKURP\FLQ$FFRUGLQJWRWKHUHFRPPHQGDWLRQRIWKH:RUOG6RFLHW\IRU3HGLDWULF,QIHFWLRXV'LVHDVHVEDVHGRQKLJK OHYHO RI HYLGHQFH SUHVFULELQJ RI DQWLELRWLFVVKRXOG EH DYRLGHG LQ SUHVFKRRO FKLOGUHQ LQ URXWLQHFOLQLFDOSUDFWLFHEHFDXVHRILQIHFWLRQVFDXVHGE\YLUXVHV LQ WKLVDJHJURXS,I LW LVQHFHVVDU\ WRSUHVFULEH DQWLELRWLF DPR[LFLOOLQ LV UHFRPPHQGHGDVWKHILUVWFKRLFHLQDOODJHJURXSVRIFKLOGUHQDQGDGROHVFHQWV ZKLOH PDFUROLGHV DUH UHFRPPHQGHGLQ FDVH RI LQIHFWLRQV FDXVHG E\ XQW\SLFDO SDWKRJHQV >@ 8QIRUWXQDWHO\ WKH FRQVXPSWLRQ RIDPR[LFLOOLQ LQ WUHDWPHQW RI FRPPXQLW\DFTXLUHGSQHXPRQLD LQ FKLOGUHQ LQ UHJLRQ RI 1Lã ZDV H[WUHPHO\ORZEHLQJRQO\7KHUHVXOWVRIRXUUHVHDUFKVKRZHGWKDWWKHSHUFHQWRIDQWLELRWLFSUHVFULEHGLQFDVHRIDGLDJQRVLVRIXSSHU57,ZDVILYHWLPHVKLJKHUWKDQLQFDVHRIDGLDJQRVLVRIORZHU57,6LPLODUUHVXOWVZHUHUHSRUWHGLQSUHYLRXVVWXGLHV>@)RUHLJQ JXLGHOLQHV DV ZHOO DV FOLQLFDO VWXGLHVKDYHUHFRPPHQGHGWKHVWUDWHJ\RIGHOD\HGDQWLELRWLF SUHVFULELQJ DV XVHIXO HYHQ LQ FDVH RI ORZHU57,V > @ ,W LV DOVR DGYLVDEOH WR LQIRUP SDWLHQWVDQGSDUHQWVDERXWORQJSHUVLVWHQFHRIV\PSWRPVRILQIHFWLRQSDUWLFXODUO\FRXJKZKLFKFRXOGODVWIRUDVORQJDVZHHNV&RXJKFRXOGSHUVLVWLQVSLWHRIDQWLELRWLFDGPLQLVWUDWLRQGXHWRPRGHUDWHLPSDFWRIDQWLELRWLFVRQWKHVHYHULW\RIV\PSWRPVEXWQRWRQWKHSHUVLVWHQFHRIV\PSWRPV6HYHUDODXWKRUVDQDO\]HGUHDVRQVIRUSUHVFULELQJDQWLELRWLFVIRUFKLOGUHQ2QHRIWKHUHDVRQVLVWKDWWKHSDWLHQWVH[SHFWWREHWUHDWHGE\DQWLELRWLFVDQG WKH RWKHU RQH LV WKDW WKH GRFWRUV WKHPVHOYHVWKLQN WKDW DQWLELRWLFV DUH QHFHVVDU\ ,Q DGGLWLRQVHYHUDO VWXGLHV UHSRUWHG WKDW GRFWRUV ZHUH XQGHUSUHVVXUHH[HUWHGE\SDWLHQWVDQGSDUHQWVZKRZDQWHGWRJHWDQWLELRWLFSUHVFULSWLRQ>@+RZHYHURWKHUVWXGLHVVKRZHGWKDWRIWKHSDWLHQWVZKRKDG H[SHFWHG DQ DQWLELRWLF IURP WKH GRFWRU ZHUHVDWLVILHGZLWKWKHH[SODQDWLRQWKDWWKHGHOD\HGSUH

VFULELQJRUDGPLQLVWUDWLRQRIDQWLELRWLFZRXOGEHDEHWWHU RSWLRQ > @ 7KHVH UHVXOWV VKRZHG WKDWFOLQLFDOSUDFWLFH FRXOGEH LPSURYHGE\GHFUHDVLQJDQWLELRWLFFRQVXPSWLRQLQLQIHFWLRQVZKLFKDUH³WUDGLWLRQDOO\´FDXVHGE\YLUXVHV'XWFK DXWKRUV DOVR DQDO\]HG WKH UHDVRQV ZK\WKH GRFWRUV GR QRW FRPSO\ ZLWK WKH JXLGHOLQHV>@7KH\IRXQGWKDWWKHPDMRULW\RIWKHPUHSRUWHG PHGLFDO UHDVRQV VXFK DV WKH VHYHULW\ RI GLVHDVHFRPRUELGLWLHVDVZHOODVKDELWVFDOPLQJWKHSDWLHQWWKHSDWLHQW¶VUHTXHVWDQGRWKHUV2XU VWXG\ KDV VHYHUDO OLPLWDWLRQV ,Q VSLWH RIWKH IDFW WKDW 57,V DUH DPRQJ WKH PRVW IUHTXHQWUHDVRQV IRU DQWLELRWLF SUHVFULELQJ LQ FKLOGUHQ LWFRXOG QRW JHQHUDOL]H DOO EDFWHULDO LQIHFWLRQV7KHXQLW','EHLQJDZHOODFFHSWHGVWDWLVWLFDOXQLWIRUGUXJFRQVXPSWLRQZDVXVHGDVDPHDVXUHRIDQWLELRWLFFRQVXPSWLRQ+RZHYHUD'''ZDVGHILQHGDVWKHDVVXPHGDYHUDJHPDLQWHQDQFHGRVHSHUGD\LQDGXOWVDVLWZDVHDUOLHUVWDWHG>@,QWKHVLWXDWLRQRIKLJKYDULDELOLW\LQGUXJGRVLQJUHJLPHVLQFKLOGUHQD'''IRUDGXOWZDVUHFRPPHQGHGWREHXVHGHYHQLQFKLOGUHQ,QDGGLWLRQRXUDQDO\VLVLQFOXGHGRQO\RUDOGRVLQJIRUPVZKLOHLQWUDPXVFXODUIRUPVZHUHQRWLQFOXGHGVRDKLJKHUDQWLELRWLFFRQVXPSWLRQ LQ FKLOGUHQ LQ WKH REVHUYHG SHULRGFRXOGEHH[SHFWHG
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